EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWA UKEE
MINUTES OF THE FEBRUARY 14, 2007 PENSION BOARD MEETING

1. Call to Order

Chairman Dean Roepke called the meeting to ord&13&ta.m. in the
Green Room of the Marcus Center, 127 East StagetStvlilwaukee, WI

53202.

2. Roll Call
Members Present Members Excused
Linda Bedford None

Donald Cohen

John Martin (Vice Chairman)
Marilyn Mayr

Michael Ostermeyer

John Parish

Dr. Sarah Peck

Dr. Dean Roepke (Chairman)
Thomas Weber

Others Present

Mark Grady, Principal Assistant Corporation Counsel
Jack Hohrein, ERS Manager and Pension Board Segreta
Vivian Aikin, ERS Administrative Specialist

Veronica Britt, ERS Coordinator

Donald Campbell, ERS Project Manager

Steven Huff, Reinhart Boerner Van Deuren s.c.
Leigh Riley, Foley & Lardner LLP

Brad Blalock, Mercer Investment Consulting

Kristin Finney-Cooke, Mercer Investment Consulting
Wayne Taitt, EARNEST Partners

Chris Hovis, EARNEST Partners

Todd Ashworth, Retiree

Ken Loeffel, Retiree

Cliff VanBeek, Retiree
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3. Chairman's Report

(@)

(b)

()

Annual Meeting

The Chairman distributed an outline regarding teeston Board's
role and responsibilities to be presented at tmei@meeting on
February 21, 2007. He noted that the Board hagived the annual
meeting agenda with the packet of meeting materidks asked for
input from those present regarding the annual mgétipics. The
Board discussed introductions, direct deposigdiion outcomes,
and ERS's funding. The Chairman asked that anyiawlal ideas
from Board members be emailed to him.

Chairman Holloway's Letter

The Chairman reviewed a letter received from Leddwha@y,
Chairman of the Milwaukee County Board of Supemsso

Mr. Holloway's letter encouraged the State, Coamty City pension
funds to buy stock in Midwest Airlines in an atterntgpblock a
hostile takeover bid by AirTran Airways.

Chairman Roepke indicated he would refer the méiténe
Investment Committee for further review. He suggeéshat the
Committee ask the Mercer representatives to proyiggance on
the issue. In response to a question from Ms. @ddegarding the
City or State response, Mr. Grady noted that sgukssns for
Governor Doyle, Mayor Barrett and County ExecutValker noted
in the Milwaukee Journal Sentinel that pension sanust adhere
to fiduciary standards when investing fund assbts. Ostermeyer
expressed his belief that investing in Midwest iAgk stock as

Mr. Holloway requests would be inconsistent wita Board's
fiduciary duties. The Chairman stated that therBaeould be
acting consistent with its fiduciary duties by meiieg the request to
the Investment Committee for review.

Committee Reminder

The Chairman reminded Board members to take comeniisrito
attend committee meetings seriously.

4. Approval of Minutes of January 17, 2007 Meeting

The Board reviewed and unanimously approved the mutes of the
January 17, 2007 Pension Board meeting. Motion kyir. Cohen,
seconded by Mr. Martin.
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Ms. Mayr joined the meeting.

5. Report of Retirement Systems Manager

(@)

(b)

(€)
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Ratification of Retirements Granted

Mr. Hohrein presented the Retirements Granted tdépothe prior
month's retirements and asked the Board to re\newt He noted
that the Retirement Office had two retirement etlooadays this
month.

The Board unanimously accepted the Retirements Grdad
report. Motion by Mr. Martin, seconded by Mr. Cohen.

In response to a question from Mr. Hohrein, Mr. @yraxplained
that all new hires represented by District CouA8ino longer have
the right to backDROP benefits as of the effectiate of the
District Council 48 collective bargaining agreememiich was
signed by the County Executive in February. Acoaly, no new
hires in the County are entitled to backDROP bésiefi

Report on Waivers

Mr. Hohrein reported that Susan J. Moeser, the &ure
Administrator for Economic Support, submitted aweaithis month.

Mr. Cohen asked what type of waiver she had subthdhd why the
waiver was requested. Mr. Grady, Mr. Huff and Mohrein
explained that the County Executive asks his afpesito waive
potential enhancements to their benefits.

The Board reviewed and unanimously accepted Ms. Mger's
benefit enhancement waiver. Motion by Mr. Martin, seconded
by Mr. Cohen.

Report on Board Member Election

Mr. Hohrein distributed a report on the Februarg@)7 Board
member election. He stated that Dr. Roepke wasrthecandidate
to submit nomination papers and that Dr. Roepkeelesged to
serve another term on the Board by a clear margin.

Mr. Hohrein indicated that he is exploring alteim@$ to monitoring
voting, including mobile and stationary polling pées for next year's



(d)
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election. He also stated that he paid retireespgt®our plus
parking costs for the time they spent working atpblls.

The Chairman added that the Board should rethiak/tting
procedures. He noted that the Board may wantrtadbze the rules
to clarify the election procedures.

Mr. Martin asked whether the Board could allow ER&mbers to
vote electronically through the new time sheet sgbion process
that will apply to all County employees soon. Mohrein will
check with Ceridian regarding that option.

Report on Website

Mr. Hohrein distributed a report on the ERS webaitd discussed
its contents, including a list of the main links the site.

Mr. Hohrein requested direction from the Board owlong Board
meeting agendas and other information should bedethe
website. Ms. Mayr asked what ERS's retention galias for other
documents. Mr. Hohrein stated that retention neguoéents for other
documents vary. The Chairman explained that s@oerds must be
kept for an employee's entire period of employmévit. Grady
mentioned that employee files and meeting minuée® lbeen kept
forever.

Dr. Peck inquired as to the uses of the website. Hdhrein
explained the various uses of the website anddsthsg he thought
that keeping items currently on the website foe fjears was
sufficient. Dr. Peck agreed that a five year ratenpolicy was
acceptable. The Chairman noted that since theitgalbas
providing open records for the public and providinprmation to
ERS members and retirees, a three year retentidocafments on
the website should be long enough.

Mr. Hohrein inquired whether the Board would likenito add the
Mercer quarterly reports to the website as welt. Beck responded
that she thought the quarterly report should béherwebsite.

Mr. Martin asked if there was a limit on volume tbe website.

Mr. Hohrein stated that they have not come clogbedimits yet.

At Mr. Hohrein's request, the Board decided tothatannual
reports on the website rather than spending thalssandollars to
mail paper copies. Mr. Hohrein indicated that lwaild have a
limited number of printed copies made to be prodgidpon request.



(e)

(f)
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Mr. Martin asked that the Ordinances and Rulesdoed to the
website as well. Mr. Hohrein stated that he caald a link to the
Ordinances and Rules through 2005. Mr. Grady adkaid

Mr. Hohrein send an updated set of Rules to thenGoGlerk and
that once the Rules are updated a link would biecserit.

Mr. Hohrein also reported that the supervisor aSDAwas working
on fixing the online calculator for the website.

Replacement Pension Check Policy

Mr. Hohrein distributed the ERS Check Replacemetiti and
explained the policy in detail. He stated thatpb&cy provides for
an ERS member to contact the Retirement Office ibhshe has not
received his or her check by the normal delivetgd&he
Retirement Office will then give the member a datevhich the
member may send a written notification to repldmedheck. He
noted that, pursuant to the policy, ERS will nomediately replace
checks because ERS does not have the resourcesttis énd
because over 90% of the time members receive ¢hetcks within a
week of the normal delivery date, which is muchreadhan ERS
could send a replacement check.

Cash Flow and Liquidity Report

Mr. Hohrein explained that Gordon Mueller asked ti@areview
ERS's cash flow and liquidity needs with the Boakét. Hohrein
distributed a cash flow and liquidity report to tBeard.

Mr. Hohrein stated that ERS's needs are on schedtlle

Mr. Mueller's predictions. He noted that $5 mitlivas withdrawn
in January from Loomis and that $5 million will beeded for
February and March 2007 to satisfy ERS's cash fleads. He
indicated that, in March 2007, Mr. Mueller will makrojections for
the April, May and June 2007 cash flow needs.

Mr. Martin inquired regarding the $25 million inrefit payment
reserves and earnings on that amount. Ms. Finrek€&noted that
earnings are not addressed in the Mercer report.Hohrein stated
that he will prepare a report on this matter.

The Chairman explained that the Audit and Compka@ommittee
was reviewing the custodian RFP and that it wiliees any
guestions raised at the next Board meeting.



6. Investments

(@)
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Investment Manager Report — EARNEST Partners

Mr. Taitt and Mr. Hovis made a presentation regagdctARNEST
Partners. They distributed an investment revigeoreto the Board.
Mr. Taitt stated that EARNEST Partners is 100% @ygé owned
and has not had any changes in ownership sindagheeport to the
Board. He also noted that EARNEST Partners hasxuerienced
any recent changes in its investment process oorseranagement.

Mr. Taitt reviewed EARNEST Partners' investmentgaiss. He
explained that EARNEST Partners screens stocksbiegj with a
stock universe of over 800 stocks, which are treanowed down to
approximately 150 high-potential stocks that areeced,
scrutinized and assessed for risk to finally cosgthe 60 portfolio
companies in which EARNEST Partners invests. Heroented
that EARNEST Partners focuses on stocks with tls¢ ppetential
through both an internal and external review.

Mr. Taitt next reviewed EARNEST Partners' guidedin@vestment
policy audit and equity market overview. He indezhthat there
were many strong performances across the boah#iadguities
market.

Mr. Taitt also provided the Board with a portfoteview. He noted
that ERS's portfolio had a market value of appratety

$34 million. He also stated that the ERS portfgi@dned 4.44% and
underperformed the Russell Mid Cap benchmark bya&kquarter.

Mr. Hovis then described why EARNEST Partners itv@s certain
stocks, such as Covance Inc., Newfield Explora@onand Brinker
International Inc., which were key performance fsind2006. In
response to a question raised by Dr. Peck, Mrt €ajfilained that
there are three reasons EARNEST Partners sellksstdp if
EARNEST Partners' original thesis breaks down;f(ARNEST
Partners finds a stock to replace one of the @RB's portfolio or
(i) if a stock needs to be sold because, combuuigldl another
stock, the portfolio is overweight in one sector.

Mr. Taitt further explained that EARNEST Partnesdws a
bottom up investment style and that it tries talfihe best 60 stocks
in which to invest. He noted that EARNEST Partnermsurrently
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underweight in REITs because REITs are too experdine to
private equity companies bidding up the prices.

Mr. Hovis reported that the assets in ERS's poatfwhve grown
since inception. He also stated that EARNEST Rasttakes proxy
voting seriously and will vote all proxies on ERB&half in
accordance with ERS's best economic interestsias/eq
shareholders. Ms. Bedford noted that she appegtiaat
EARNEST Partners included information about progying in the
report.

Dr. Peck inquired whether there was any attribuéinalysis to
explain EARNEST Partners' underperformance witpeesto the
benchmark. Mr. Ostermeyer noted that Mercer'srite@poludes an
attribution report. He invited EARNEST Partnerseéspond to why
performance is lagging behind the benchmark. MittTesponded
that low quality companies did very well in the giterm and
EARNEST Partners manages a high quality portfolio.

Next, Mr. Weber inquired whether there is a patéicperson that
deals with consumer discretionaries investmentsngohat

50 percent of those stocks were selling below chst. Taitt
responded that no particular person works withalsiecks because
EARNEST Partners manages, votes, selects and reas\a team.
Mr. Weber noted that he thinks that, although tleaas unpopular,
it is a worthwhile area to invest in. He explairiedt these stocks
are currently trading below book value and earnpmser and that
they are better businesses than the market gieas ¢thedit for
being.

Finally, in response to a question from Dr. Peck, Miitt stated that
EARNEST Partners uses only a bottom up investntgld, picking
individual stocks without regard to which sectogttbelong.

Mercer Report

0] Quarterly Report

Ms. Finney-Cooke distributed the quarterly reportthe
fourth quarter of 2006. She described the market
environment for the fourth quarter, stating thairemmic
expansion rose due to stronger-than-expected carsum
spending, solid job creation and falling energggsi She
reported that job growth was strong, with the unleypent
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rate down to 4.5% from 4.9% a year ago. Ms. FinGegke
noted that the yield curve remained inverted shgand
inflation remained stable, but increased slightkg do higher
energy prices in December.

She also discussed the performance of the donexpiities
market, fixed income market, international equitiesrket
and other asset classes. She stated that highboelds were
the best performing bonds in the fixed income mari&he
explained that the high yield bonds had helped ERS'
portfolio because ERS was overweight in high ylebdads.
She also stated that mortgage backed securities tiver
strongest securities since 2002. Ms. Finney-Cooke
commented that the international equities market
outperformed the domestic equities market for 2086e
also stated that REITs have done very well for BR&,
therefore, ERS should consider changing investiisstause
REITs are considered overvalued.

Next, Ms. Finney-Cooke addressed the market sumfoary
the fourth quarter. She noted that gains in thetfoquarter
were attributed to low inflation measures and alstaousing
market. She stated that prices, as measured yahsumer
Price Index, rose slightly despite declines in $ggortation
and energy.

Ms. Finney-Cooke reported that ERS was valued at
$1,621.3 million at the end of 2006, an increase of
$101.4 million since the end of the third quart&he noted
that ERS gained 5.8% during the fourth quarter,
outperforming the Composite Market Index and thklieu
Funds Universe median by 20 and 30 basis points,
respectively. She indicated that ERS is in thén 2@trcentile
for five years, even though its portfolio is momnservative
than comparable funds. She also reviewed ERS'srdur
asset allocation versus the allocation policy. §heed that
ERS is currently underweight in core fixed income a
slightly overweight in large cap equity, high yidided
income and real estate. In response to a question

Ms. Mayr, Ms. Finney-Cooke noted that ERS is ordyb8sis
points over the policy guidelines with respect ighhyield
fixed income investments.



Ms. Mayr commented that there was a discrepanctyéss
between the return calculated by Mercer and thenmet
calculated by Buck. She requested that measurtskee to
avoid that discrepancy in 2006. Mr. Grady suggk#tat the
following language be used in the annual repoaviaid the
discrepancy: " % return on invested assets fwhic
excludes liquid assets)."

(i)  Flash Report

Ms. Finney-Cooke distributed the flash report fanudary
2007. She indicated that ERS had an aggregateeinaakue
of approximately $1.6 billion at the end of Janyary
representing a 1.4% increase during January, lgatde
Reference Index by 10 basis points.

Ms. Finney-Cooke also reviewed market performance f
January 2007. She explained that the large caslian
equity market advanced 1.9% during the month, wénhall
cap equity gained 1.7% in January. In additioowgh
outperformed value in both the large and smallarapnas.
She noted that international investment grade firRedme
experienced a flat return during the month and lyighd
issues led the broad market, gaining 1.1%.

Ms. Finney-Cooke next reported on ERS's assetatltwt
She noted that ERS was underweight in core fixednre at
the end of January, relative to ERS's investmelatypoShe
indicated that the January cash need of $5 milkias
sourced from the Loomis High Yield account, whidiged
to bring the asset class within its policy targetge.

Ms. Finney-Cooke noted that Reinhart & Mahoney will
present at the annual meeting on February 21, 260@.
indicated that Reinhart & Mahoney has performedeswely
well over the past year. Ms. Mayr raised questainsut the
performance of Capital Guardian.

(c) Investment Committee Report

Mr. Martin distributed the minutes of the February007
Investment Committee meeting.

MW\1398808 9
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Capital Guardian

Mr. Martin explained that the Investment Committee
discussed Capital Guardian's performance at theuggp1,
2007 meeting. He stated that Mr. Blalock and

Ms. Finney-Cooke presented their report on Capital
Guardian. They reported that ERS's policy guigsioalled
for a review because Capital Guardian's performaace
been under the benchmark for one-, three-, fivd- an
seven-year returns. They also noted that perfocman
concerns had been discussed three years agoe At th
Investment Committee meeting, Dr. Peck noted thMOG
returns were better than Capital Guardian's returns

The Investment Committee recommended beginningixise
for a manager to replace Capital Guardian, whichideen
ranked by Mercer as a B+ manager. Mercer provadkest of
A-rated managers to the Investment Committee at the
February 1, 2007 meeting as potential replacenfents
Capital Guardian.

The Board unanimously agreed to begin a search to
replace Capital Guardian as a core international egities
manager (but not as a small cap international equigs
manager). Motion by Mr. Weber, seconded by

Mr. Parish.

Mr. Martin requested that Mercer provide data tooa the
list of managers. In response to questions fromBéslford
and Mr. Grady, Mr. Martin indicated that the lisbwd
include minority and local managers and would be
distributed to the Investment Committee. Howehernoted
that the Investment Committee welcomes anyoneocgidbe
Board to assist with the search. The Chairman@isated
out that any Board member can join the Investment
Committee.

Evaluation of REIT Investments

Mr. Martin also reviewed the Investment Committee's
discussion of REIT investments. He noted thatBialock
and Ms. Finney-Cooke presented their report at the
February 1, 2007 meeting, recommending that ERGcead
the allocation in REITs from 5.1% to 2%.

10



MW\1398808

Although there are several ways to reduce the amoun
invested in REITs, Mercer recommends an increagéoival
REITs, private real estate and infrastructure comtbiwith a
decrease in venture capital, core fixed incomel38REITs.
The Mercer representatives explained to the Investm
Committee that US REITs are not as attractive alsai!
REITs, private real estate and infrastructure. yTdiso
mentioned that hedge fund markets are changinghend
Investment Committee and Board would benefit from
beginning to be educated on hedge funds. Spetjfithaey
noted that the 2 % annual management fee plus 20% o
profits currently paid to hedge fund managers najonger
be the standard fees in the future.

Mercer reviewed a handout outlining several diffiere
options for alternative portfolios for ERS. Mercer
recommended the "Mix 3" portfolio, which is comtisof
62% equities and 38% fixed income.

Mr. Blalock recommended diversifying the real estadrtion
of ERS's portfolio by choosing investments in resthte
through investing in one or more open-ended comimthg
funds with many properties. He noted that ERS sdieel
core holding in real estate to diversify the ERG&dwverall.
Mr. Ostermeyer, who is a real estate investmeatradly,
stated that commercial real estate prices are bigthat the
returns are high as well. Mr. Blalock explainedttthere are
only eleven of the funds of the type he describEde
Chairman added that Mercer is currently ratingeiezen
funds.

Dr. Roepke stated that the County Ordinances requir
keeping 25% of investments out of equities. Mradrread
the Ordinances to the Board to clarify how the eonglated
investments would be classified. Mr. Blalock irated that
the City of Milwaukee is changing the City Ordinasdo
change its permitted investments and noted thatthaty
could modernize its Ordinances as well.

The Board unanimously agreed to change the ERS
portfolio to the "Mix 3" portfolio suggested by Mer cer, to
invest in ING's global REIT and to direct the Invegment
Committee to bring back other specific investment

11



recommendations to the full Board for approval. Mdion
by Mr. Cohen, seconded by Ms. Mayr.

7. Child Support Agreement with DWD

Mr. Grady reported on the Data Exchange Agreemdéhttive Wisconsin
Department of Workforce Development ("DWD"). Hep&ained that a
new State law directs the DWD to collect child sopppayments from
lump sum payments of State, City and County penfsinds. The Data
Exchange Agreement provides for the release of Isump payment
information from ERS to the DWD.

Mr. Grady indicated that the law applies to back[FRiaenefits that are not
rolled over to IRAs or other qualified plans. Hated that he believes ERS
is obligated to comply with the law, which is catent with the City's
approach. Mr. Hohrein asked why the agreementh&l day termination
clause if it is obligatory. Mr. Grady stated thia¢oretically ERS could use
the termination clause, but it is unlikely it walb so.

Ms. Riley suggested that ERS add "no third partyeliieiaries” language to
the agreement. Mr. Grady responded that such &ggwas not necessary
because ERS can tender defense of claims to the Sta

The Board unanimously agreed to grant Mr. Hohrein g@proval to sign
the agreement between ERS and the Wisconsin Deparémt of
Workforce Development. Motion by Mr. Cohen, seconed by

Ms. Bedford.

8. Rule for Direct Deposit of Pension Payments

The Board discussed proposed Rule 1038 regardiagtaieposit of
pension payments. The Chairman noted that thetAndi Compliance
Committee recommended the approval of the propandedvith one minor
revision. Mr. Huff advised that the revised langeatates that ERS will
follow the policy outlined in the Rule to the extdéeasible. This change
will ensure that ERS complies with the Rule in emstances that require
an exception to the general policy. Mr. Huff notedt Mr. Hohrein
explained the challenge of setting up 100% diregiodit accounts at the
Audit and Compliance Committee meeting.

The Board unanimously agreed to adopt Rule 1038, adtached.
Motion by Mr. Cohen, seconded by Mr. Parish.

Mr. Hohrein noted that he would look for low or ocast arrangements for
fallback direct deposits. For example, Wells Fasglich handles checks
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for ERS, may be willing to set up free fallbackedit deposit accounts for
new retirees and beneficiaries.

9. Todd Ashworth Claim

Mr. Ashworth made a presentation to the Board ihiggrhis claim for
higher pension benefits. Mr. Ashworth stated thatgoal for retirement
was to retire as soon as he was eligible for the BU75 and to receive
approximately $5,000 per month in pension benefits.stated that he
contacted Ms. Morris at the Retirement Office tougehis earliest
retirement date, which was established as Jun2@®. Mr. Ashworth
explained that he received a letter from Mr. Homi@ March 30, 2006
estimating his maximum retirement benefit at $5,680%er month.

Mr. Ashworth noted that he left work on April 28)@6. Using ten weeks'
paid time, his last paid day of employment was JuR006. He explained
that he retired on July 8, 2006 under the assumpiBowould receive a
monthly benefit of $5,021.34. On October 25, 2006, Ashworth
received another letter from Mr. Hohrein, explagthat due to the
limitation restrictions of Internal Revenue Cod€d¢te") section 415,

Mr. Ashworth's benefits would be reduced to $4,@68month, beginning
on January 1, 2007.

Mr. Huff explained the limits on retirement bengfitnder Code

section 415 to Mr. Ashworth. Mr. Ashworth statedtthe relied on the
$5,000 per month when he was retiring and he wa8 $&8r month short of
that goal. He estimated that based on an aveifegephn of 75 years, he
would be deprived of over $100,000 because ofélaation of his benefit.

In response to questions from Mr. Huff, Mr. Ashworgiterated that his
goal was to retire on the first day that he coelite, but that he did not tell
anyone at the Retirement Office, or elsewhere,libavanted a certain
monthly benefit upon his retirement. Board memberted that life
expectancy is speculative, that Mr. Ashworth welteive a benefit of
approximately $5,000 per month, especially congigethe cost of living
adjustments and that Mr. Ashworth achieved his gbagtiring on his first
eligibility date.

The Chairman stated that, pursuant to Wisconsitutet&ection 19.85, the
Board could enter closed session to confer withllegunsel, who is
rendering oral or written advice regarding strategipe adopted with
respect to litigation in which it is or is likelp become involved.
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The Board unanimously agreed by roll call vote@drgo closed session to
further consider item number 9. Motion by Mr. Maytseconded by
Mr. Cohen.

Upon returning to open session, the board denied MAshworth's
claim for additional benefits, 8-0-1, with Mr. Martin abstaining.
Motion by Mr. Cohen, seconded by Ms. Bedford.

Mr. Grady explained to Mr. Ashworth that he woulelieceiving a letter
outlining the Board's reasons for the denial.

Mr. Hohrein stated that, in the future, the retieminforms will have a "sign
off" for Code section 415 testing and also cavésstcalculations of
benefits may be limited by the Code.

10. Implementation of New Technology Software — Don@iampbell

Mr. Campbell distributed and presented a repotti¢oBoard regarding the
progress of the V3 project. He stated that tharale and reorganization of
the files in the ERS records room is schedulecetodimpleted by the end
of April 2007.

Mr. Campbell also noted that several elements @ptioject's work plan
had been completed and other items are in pro¢ésexplained that there
has been a delay in the development of V3 spetificalocuments due to
project restructuring, but the project is expedtetle back on schedule by
mid-March. Mr. Campbell reported that a positi@scription for a
Benefits Information Systems Specialist had beemldped and reviewed
with IMSD in February.

Mr. Campbell reviewed key challenges of the projeatiuding ERS
resource availability. He explained that this wbabntinue to be an issue,
but the work plan had been modified to take thetéichavailability into
account. Mr. Campbell also reported that the totaject expenditures to
date were $2,515,813.85 and that the revised groggupletion dates were
April 2008 for the Core System and July 2008 fa& 8elf-Service
component.

Mr. Campbell addressed the V3 Life/Health moduler&irees. He noted
that considerable effort has been expended undassumption that the
module will be implemented and a final decisioexpected from IMSD in
March. He recommended that the life and healtletieadministration
piece be addressed on the V3 side of the projdetstated that V3 will
need life and health data for all retirees on th@version date. In response
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to questions from Mr. Hohrein and the Chairman, @&mpbell explained
that adding the life and health piece on the V@ sdhe best option and it
will not cause any change to the time frame. AnsweMr. Grady's
guestion, Mr. Campbell noted that County delay$whe Ceridian
conversion will not delay the V3 project.

The Chairman asked Mr. Campbell's opinion on thetrositive
developments on the V3 project. Mr. Campbell expthat the most
positive developments are the structure of theggt@nd establishing the
timetable for the project.

11. Amended Rule 1010 for Reports by Accidental DisgbPensioners

Mr. Grady reviewed with the Board the proposed ainamnt to Rule 1010.
He explained that he drafted the proposed amendpaeseid on discussions
of amending the Rule at previous meetings.

The Board unanimously agreed to adopt the amendedu® 1010, as
attached. Motion by Mr. Cohen, seconded by Ms. May

12. Legal Update — Pending Litigation

Mr. Grady reported on thidilwaukee County et al v. Mercer Human
Resources Consulting lawsuit. He stated that the County is currently
dealing with standard pretrial litigation matterglas in the process of
exchanging documents. Mr. Grady indicated thactse is likely to go to
trial in 2008. In response to a question from Rigey, Mr. Grady stated
that the legal counsel issues had not yet forntabn resolved by the
court.

13. Disability Applications

The Board members noted that they had reviewedifiability
applications and medical board reports on Vicki&isand James
Glinecki.

The Board unanimously agreed to approve Vicki Nislés ordinary
disability application and James Glinecki's accidetal disability
application. Motion by Mr. Cohen, seconded by MrParish.

Mr. Grady reported that he relayed the Chairmam&ern regarding the
disability standard for deputy sheriffs to the nawor negotiator, but he
was not optimistic that the standard could be chdng
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14. Administrative Matters

(@)

(b)

Continuing Education, Board Retreats, Training Bmafessional
Organizations

The Chairman requested that the Board approvedaitee for any
Board member and Mr. Grady at the Investmentstursti
conference in White Sulphur Springs, West VirgiomApril 23-25,
2007.

The Board approved attendance for any interested Bard
member and Mr. Grady for the Investments Institute conference
on April 23-25, 2007, 8-1-0, with Ms. Mayr dissentig. Motion
by Mr. Martin, seconded by Mr. Cohen.

The Chairman explained that each conference musppeved
individually.

Ms. Mayr expressed her concern that Mr. Grady'sezence
expenses should be in the Corporation Counsel'gdiudot ERS's
budget.

Future Board Topics

Ms. Aikin will report in March on the Board retreat

15. Adjournment

The meeting adjourned at 1:35 p.m.

Submitted by Steven D. Huff,
Assistant Secretary to the Pension Board
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Adopted and Effective February 14, 2007

AMENDMENT TO THE RULES OF
THE PENSION BOARD OF THE EMPLOYEES’
RETIREMENT SYSTEM OF THE
COUNTY OF MILWAUKEE

RECITALS

1. Section 201.24(8.1) of the General Ordinances divilikee County (the
“Ordinances”) provides that the Pension Board efEmployees’ Retirement System
of the County of Milwaukee (the “Pension Board”yésponsible for the general
administration and operation of the Employees’ RRetent System of the County of
Milwaukee (“ERS”).

2. Ordinance section 201.24(8.6) allows the Pensicar@to establish rules for the
and/or meeting date administration of ERS.

3. Ordinance section 201.24(8.17) provides that thesi®da Board shall determine the
amount, manner and time of payment of any benefits.

4. The Pension Board has traditionally provided twoams for payment of benefits:
payment by check and payment by direct deposhi¢ariember’s bank account.

5. The increasing cost and inefficiencies of issuihgaks has made it necessary for the
Pension Board to reconsider the manner in whiclefitgpayments are provided.

6. The Pension Board desires to adopt default proesdor paying retirement benefits
in the form of direct deposit.
RESOLUTIONS

1. Pursuant to Ordinance section 201.24(8.6), thei®emoard creates and adopts
Rule 1038 to read as follows:

Article I. Rule 1038. Manner of Benefit Payments

The Employees’ Retirement System of the County tivilukee shall, to the extent
feasible, make payments of any retirement bengfiesto members who retire
effective on or after July 1, 2007 or to the beciafies of those members, by means
of direct deposit to an account with a financiaititution that is a participant of the
Automated Clearing House designated by the membleermeficiary.
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Adopted and Effective February 14, 2007

AMENDMENT TO THE RULES OF
THE PENSION BOARD OF THE EMPLOYEES’
RETIREMENT SYSTEM OF THE
COUNTY OF MILWAUKEE

RECITALS

1. Section 201.24(8.1) of the General Ordinances divilikee
County (the “Ordinances”) provides that the Pen8loard of the Employees
Retirement System of the County of Milwaukee (tRerision Board”) is
responsible for the general administration and aip@r of the Employees’
Retirement System of the County of Milwaukee (“ERS”

2. Ordinance section 201.24(8.6) allows the Pensicer@to
establish rules for the administration of ERS.

3. Ordinance section 201.24(10.2) provides for adjestnof
disability pensions based, in part, on whether getsioners are engaged in
gainful occupations. Rule 1010 requires such pe@ss to provide a statement of
earned income and copies of tax returns. Howewoene such pensioners have
failed to comply with the Rule.

4. In order for ERS to perform its fiduciary obligat® the Pension
Board hereby amends Rule 1010 as follows:

RESOLUTIONS

1. Pursuant to Ordinance section 201.24(8.6), thei®emoard
hereby amends Rule 1010 to read as follows:

Rule 1010. Reports by accidental disability pensiars.

(@) Each member receiving an accidental disability menshall, on or before
June 1 of each year, file with the secretary astaht of earned income and shall
provide to ERS a signed authorization allowing E&8btain copies of state and
federal tax returns from the respective governmeitsge secretary may also
request that the member provide complete copitiseomember’s federal and
state income tax returns for the same year. Toetey, for reasonable cause
shown, may extend the filing date.

(b)  Inthe event a member fails to provide the esged statement or

authorization as required, the secretary shall &dwhe member’'s name and the
facts of the member’'s noncompliance to the PerBaard. Upon referral, the
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Board may, in its discretion, suspend the memlission or take whatever other
action it deems appropriate in order to obtaindbeumentation. Upon receipt of
the required documents, the Secretary shall payetonember, without interest,

all prior suspended pensions payments, subjebietadjustment, if any, required
by Ordinance section 201.24(10.2).
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